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SINGAPORE KEY ECONOMIC INDICATORS 
(Nominal US$ millions, unless otherwise specified) 


% % % % 
Change Change Change Change 
1977- 1978- 77-78 78-79 
INCOME, PRODUCTION, EMPLOYMENT 1977 1978 1979 1978 1979 


GNP 
GNP/Capita 2804 3288 3798 17.3 ..5 
GDP 6105 7178 8360 17.6 16.5 
GDP (at 1968 factor prices) 3823 4444 5082 16.2 14.4 
GDFCF 2174 2617 3146 20.4 20.2 
--as % of GNP 33.6% 34.1% 35.1% BS 2.9 
Index of Industrial Production 

1974=100 (year-end) 130.0 148.7 165.6 14, 
Labor Force (000s) 919 991 1053 a 
Index of Industrial Wages 

(1972=100) (August) 163 174 191 
Unemployment (year-end) 3.9% 3.6% 3.3% 


4 
8 


MONEY AND PRICES 
Money Supply (Ml, year-end) 1816 2170 . 2630 
Prime Rate (year-end) 7.02 7.65 9.48 
CPI (year-end) 1977-78=100 100.7 103.2 110.8 
CPI (average of monthly levels) 97.2 101.9 106.0 
WPI (average of monthly levels) 

1974=100 99:9 “221i6 127.7 
GDP Deflator 1968=100 159.7 161.5 164.5 


TRADE AND PAYMENTS 
Exports of Goods (f.o0.b.) & 
Services (exc. Indonesia) 10860 13227 17577 21.8 
--Domestic Exports (goods trade 
only) 5083 6145 8892 20.9, 44.7, 
--% Manufactured goods 43% 46% 46.2% 31.0 41.6 
--U.S.Share (goods trade only)% 15.5% 16% 13.8% .3.2 ~--13.8 
(absolute amount) (1284) (1623) (1966) (26.4) (21.1) (18.1) 
Import of Goods (c.i.f.) & 
Services (exc. Indonesia) 11293 13943 18723 23.5 34.3 1533 
--U.S.Share (goods trade only)% §2..684> 123744:34.3% 0.8 32:6 - 
(absolute amount) (1328) (1662) (2530) (25.2) (52.2) (16.9) 
Trade Balance (goods & services) -433 -716 -1146 65.4 60.0 54.4 
Balance on Current Account (inc. 
private & official transfers) -478 -755 -1180 57.9 56.3 47.6 
Balance on Capital Account (short- 
and long-term,& balancing items 
exc. reserve changes) 792 1421 
Balance on Trade & Payments 314 666 
Changes in Official Reserves 
(minus=increase) -314 -666 
Official Reserves (year-end) 3713 5054 
External Public Debt (year-end) 408 450 


S$ to USS 2.4322 * 2.2721 


1 
Change refers to change in absolute amounts. 





SUMMARY AND INTRODUCTION 


The Singapore economy turned in another stellar performance in 1979. Gross domestic 
product (GDP) grew by 9.3 percent in real terms; the (CPI) increased by only 4 percent; 
unemployment was 3.3 percent at year-end, and though the labor market was tight, the 
labor environment remained tranquil; and inward foreign investment continued at a 
healthy pace. The manufacturing sector grew even more rapidly (14.4 percent) than the 
economy as a whole and was marked by increasing diversity. The external sector 
registered a balance-of-payments surplus of $524 million, made possible by balanced 
export and import growth (about 27 and 28 percent, respectively) as well as a net 
capital inflow of $1.7 billion. The efficient and well-managed public sector recorded a 
surplus of $124 million. 


The Singapore Government for years has maintained political stability and ethnic 
harmony within a democratic framework. This stability has proven attractive to 
foreign investors, and the Government has enhanced it by fashioning both a general 
environment and a specific array of generous incentives designed to attract foreign 
investment. A warm welcome for foreign investors, successful development of physical 
and institutional infrastructure, a tranquil labor environment, and a hard-working labor 
force have combined to produce growth and diversification, and have enabled Singapore 
to weather the stormy 1970's better than most. 


Economic planning in 1979 centered around the launching of Singapore's "second 
industrial revolution," by which Singapore hopes to increase the capital-and 
skill-intensity of production in all sectors. The policy was in response to a tight labor 
market, a desire to raise the standard of living, the belief that labor-intensive exports 
are more prone to protectionism than capital-intensive ones, and other factors. It 
consists of several elements, including several years of wage _ increase 
"recommendations" by the National Wages Council considerably higher than those of the 
past, an emphasis on skills development, and new or enhanced incentives for research, 
capital investment, computerization, and training. 


Singapore ran a trade deficit (goods only, f.o.b./c.i.f.) with the United States of $563.9 
million ($1.07 billion if only domestic exports to the United States are counted), on 
total bilateral trade of $4.5 billion, which demonstrates the attractiveness of Singapore 
as a market for U.S. goods. Singapore's role as a regional center for transshipment and 
warehousing, distribution, finance, and other sales and service support activities makes 
Singapore a market whose size belies its importance. On the investment side, the large 
American presence ($1.6 billion in total assets and $683 million in fixed assests in 1978 
by a recent Embassy survey) continues to find Singapore an excellent environment in 
which to do business. 


This and all other growth rates in the text refer to growth measured in Singapore 
dollars (unless otherwise noted), which differ from growth rates measured in U.S. 
dollars because of exchange rate changes. 


THE ECONOMIC ENVIRONMENT: CONTEXT, POLICIES, AND PLANNING 


The performance of Singapore's economy over the past decade has been, in short, 
remarkable. GDP grew at an average real annual rate of 9.4 percent, the average 





annual increase in the GDP deflator was 4.7 percent, and inflows of foreign investment 
and astute government intervention enabled the economy to diversify as a hedge against 
both demand fluctations and protectionist pressures. As a result, Singapore's per capita 
GNP—$3,800—trails only Japan's in Asia. The high growth rate has enabled the 
Government to provide a basic standard of essential goods and services (housing, 
medical care, education, transportation) to everyone. 


As Singapore moves into the 1980's, it is embarking on a "second industrial revolution" 
(which is referred to by a variety of names). It was launched in June 1979, when the 
National Wages Council (NWC - a tripartite organization that announces wage 
"guidelines" each year) set the 1979 wage increase guideline so as to increase 
employers' wage bills by an average 20 percent and wages by an average 14 percent. 
The high-wage policy is one of the key measures to restructure Singapore's economy by 
reducing the labor intensity of production and conversely increasing labor productivity 
in all sectors. The wage bill for workers at the low end of the pay scale will increase 
proportionately more than those of workers at the high end. Present plans call for 
similar hikes in 1980 and 1981. 


The move was prompted by several factors. One was the extremely tight labor market, 
which results from previous wage restraint, a low birth rate, the Government's 
reluctance to allow permanent and large inflows of unskilled foreign workers, and, of 
course, the high economic growth rates of the 1970's. Increased labor productivity also 
will permit the standard of living to rise at the high rates to which Singaporeans have 
become accustomed. Another factor was the belief that capital-intensive and 
technologically sophisticated products are apt to encounter less protectionist pressures 
than labor-intensive ones. 


Other elements of the new policy are incentives and an increased emphasis on 
manpower training. The Government has added to and expanded the already impressive 
incentives available for capital expenditure and R & D and has made it clear it will use 
the leverage its new and existing incentives afford it to influence the character of new 
investments. The Economic Development Board (EDB), the Government's investment 
promotion and chief economic planning organ, has blessed 11 industries as primary 
targets for promotion: automotive components, machine tools and machinery; medical 
and surgical apparatus and instruments; specialty chemicals and pharmaceuticals; 
computers, computer peripheral equipment and software; electronic instrumentation; 
optical instruments and equipment; precision engineering products; advanced electronic 
components; hydraulic and pneumatic central systems; and supporting industries for the 
preceding industries. 


Manpower training is viewed as one of the keys to increased labor productivity, along 
with increased capital investment and technological innovation. A Skills Development 
Fund financed by a payroll tax has been established to fund a wide range of training 
programs. In additional, local technical training institutions are being upgraded. 


The Government has labeled the "second industrial revolution" a calculated risk, but 
prospects for success are good. The Government has anticipated the inevitable and 
intervened in the economy to control and facilitate its structural transformation to 
‘maturity rather than letting adjustment take place in a way which ultimately might 
prove to be more disruptive. Its intervention is not an attempt to buck the trend of 





market forces, and this augurs well for the success of the effort. Only time will tell if 
the wage increases are too much too fast, too little too late, or the right amount at the 
right time, but the Government's ability to change course quickly and its pragmatic 
attitude will allow it to make any necessary adjustments. The goal of escaping the now 
ubiquitous threat of protectionism may prove elusive in the manufacturing sector — 
capital-intensive as well as, labor-intensive products have proven to be popular targets 
for protectionism — but the manufacturing sector is diverse, and the economy has a 
dynamic services sector, which is less prone to protectionism. The continued increase 
in foreign investment commitments since the announcement of the policy, and 
Singapore's widespread and deserved reputation as a good place in which to do business 
suggest that capital flight, or an inability to attract new capital, cited on occasion as 
risks of the policy, will not be a problem. The constraining factor on the rate of 
suecess of the effort may well be the rate at which Singapore can elevate the skill 
levels of its work force. With a tight labor market, productivity increases higher than 
this year's of 2.6 percent are essential and will require rapid skills development as well 
as more capital investment. 


THE ECONOMY IN 1979 


The basic data for 1979 are impressive: growth at 9.3 percent, a 4 percent rise in 
consumer prices, a decline in unemployment (to 3.3 percent at year-end), $379 million 
in new investment commitments from foreign sources, a $524 million overall 
balance-of-payments surplus, and a $124 million public sector surplus for the calendar 
year. 


One of the more important contributing factors to Singapore's growth rate is the 
savings rate. In 1979, private consumption expenditure was 62 percent of GNP, about 
where it has been for several years, and it grew at about 8 percent, less than GDP 


growth. The national savings rate was over 25 percent. The continually high savings 
rate, and high net capital inflows, combined to produce expenditure on gross domestic 
fixed capital formation (GDFCF) at 33.6 percent of GNP in 1977, 34.1 percent in 1978, 
and 35.1 percent in 1979. Total investment was $3.5 billion ($3.1 billion on GDFCF: the 
balance on inventory accumulation). Gross national savings equaled two-thirds of total 
investment and almost three-fourths of GDFCF in 1979, the balance being financed 
from foreign sources. 


The savings rate is aided by compulsory contributions to the Central Provident Fund, 
which came to $808 million in 1979, equal to about 35 percent of gross national 
savings. The Fund sometimes is dubbed Singapore's "Social Security," but in fact it 
operates much differently. Payments into the Fund by employers and employees are 
placed in individual accounts that employees can withdraw in full only when they retire 
(or in lesser amounts under certain other limited circumstances). The Government 
borrows from the Fund to finance development expenditure—its receipts are not 
ordinary Government revenue. The Government's contribution to the high investment 
rate is its vigorous and efficient promotion of physical infrastructure through its 
development budget and its restraint with respect to current expenditure. 


Price behavior was moderate in 1979, particularly in light of the international 
environment. The consumer price index (based on its average monthly level for the 
year) rose by 4 percent, and the GDP deflator was 2 percent. Consumer price increases 
were steepest for housing, which includes home energy consumption and transport. 





Wholesale prices were up 14 percent, the direct and indirect results of higher costs for 
imports of intermediate goods and fuel. In Singapore, movements in wholesale prices 
are not as reliable leading indicators of movements in consumer prices as is the case in 
larger economies. Substantial quantities of raw materials and capital goods whose 
prices contribute to the Wholesale Price Index (WPI) are imported for producing exports, 
whose prices are not reflected in the CPI. Of course, international movements in the 
prices of the intermediate goods Singapore imports and of the goods it exports 
eventually will affect consumer prices in Singapore, but the linkage is less direct than 
in larger economies, and the weights given to items in the WPI and in the CPI will be 
different. 


Monetary expansion as defined by increases in M-1 (currency and demand deposits) was 
15.9 percent in 1979, a moderate rate for an economy that grew by more than 9 percent 
in real terms. Money supply management no doubt was complicated by the large 
balance-of-payments surplus and the convertibility of the Singapore dollar; however, 
through its money market operations, the Monetary Authority of Singapore was able to 
mute the effects of any havoc the external sector otherwise might have been able to 
wreak on orderly increases in the money supply. As might be expected, credit demand 
ran strong for most of of the year. Interest rates climbed during the year, mostly in the 
second half, and continued this climb in the first quarter of 1980: 


1978 1979 1979 1980 
(December) (June) (December) (March) 


3 month T-bills 4.04 4.60 6.57 6.92 
3 month interbank 7.44 7.13 10.06 11.16 
Prime rate 7.65 8.12 9.48 10.90 
Weighted average for 

all bank loans 9.00 9.40 10.50 N/A 


Interest rate movements were a result of both external developments and strong private 
sector demand domestically for credit. The Singapore dollar remained basically 
unchanged against the U.S. dollar. It opened and closed the year at about S$2.17 = 
US$1, although like most currencies it lost ground to the dollar in March and the first 
half of April. It has firmed recently and currently trades at S$2.146 = US$1. Despite 
the recent weakness of the Singapore dollar against the U.S. dollar and free 
convertibility between the two, even short-term Asian dollar rates in Singapore are 
much higher than short-term Singapore dollar rates, which must reflect either 
skepticism about the strength of the U.S. dollar continuing, or incomplete arbitrage 
between the domestic and offshore sectors. The truth is probably a combination of the 
two. The Singapore dollar was made freely convertible only in 1978. 


The outlook for the economy in 1980 is bright though the Government realizes that the 
growth and inflation performance of 1979 will not be matched. Any sharp slowdown in 
Singapore's major overseas markets will have its effect on Singapore's growth rate as it 
did during the recession in the industrialized world in 1974-75. However, Singapore is 
able to weather recession in the industrialized countries better than might be expected 
for an export-oriented economy. It has shown itself able to retain some buoyance 
during downturns abroad by seeking out new markets and expanding market shares in 





existing ones, attracting foreign investment, and altering fiscal policy, primarily 
through large government projects. Growth of about 8 percent in 1980 would be a good 
guess. 


Singapore's relatively open economy and collective "trader's mentality" is cited as one 
reason for the price stability of the past few years. But it also means that eventually 
inflation elsewhere will have its effect in Singapore. This has begun already. Price 
increases in 1979 were much stronger in the second half of the year than in the first and 
continued to accelerate in the first quarter of 1980. Though the CPI rose by only 4 
percent based on its average monthly level for the year, at year-end it was 7.6 percent 
higher than at year-end 1978, and it increased in December at a seasonally unadjusted 
annual rate of 8.7 percent from November. In March, consumer prices were up 10.9 
percent over the March 1979 figure, and they increased at a seasonally unadjusted 
annual rate of 14.4 percent over February. Stiff increases in public housing costs (over 
two-thirds of the country's population is housed in public housing) have been promised 
by the Government in 1980, which will boost the CPI further. There is no doubt that 
inflation in 1980 will exceed that in 1979 by a considerable margin. 


The effect of the wage increases and other elements of the restructuring campaign on 
growth and inflation rates has been the source of some speculation. The linkage 
between wage and price increases in an open economy is not direct. Further, to the 
extent that the wage increases spur capital investment, and along with technological 
innovation and better training, result in increased labor productivity, they will mitigate 
any inflationary effect. The potential for sharp rises in the inflation rate resulting 
from the wage increases appears to be small. In addition, the Government is monitoring 
the effects of its policies closely and is prepared to make adjustments quickly if 
necessary. 


As for prospects for continued upgrading, the wage policy, investment incentives, and 
the reputation of Singapore's business climate should result in progress. Raising labor 
productivity and the capital/labor ratio of an entire economy obviously is not a 
short-term undertaking. Even marginal changes require creating and attracting new 
capital at a relatively rapid rate, a task that certainly is complicated during global 
economic sluggishness and record interest rates. But the wage policy, along with the 
selective application of investment incentives and Singapore's’ established 
attractiveness to foreign investors, should result in a continuation of the considerable 
progress the effort has produced thus far. 


SECTORAL DEVELOPMENTS 


Singapore's economy historically has been services oriented, but manufacturing has 
expanded its share of GDP in a rapidly growing economy from 15 percent at 
independence to 22 percent in 1979, and it was the fastest-growing major sector in 1979 
(14.4 percent). Transport and communications grew at nearly the same rate. Despite 
the strength of the manufacturing sector, services still account for over 70 percent of 
GDP: 





GDP AND GROWTH BY SECTOR 
(Percent) 


Growth 
Rate 
1960 1970 1979 1979 1960 1970 1979 
(At constant (1968) (At current factor 
factor cost) cost) 


Goods Sector 21 29 29 J 20 29 35 
Manufacturing 13 19 22 i 12 19 27 
Construction 4 7 5 3 4 7 6 
Other Goods 4 3 2 4 3 2 

Services Sector 78 72 71 80 72 65 
Trade (incl. 
tourism) 33 30 25 35 30 26 
Transport & 

Communications 14 11 18 id 14 11 13 
Financial & 

Business 

Services 11 14 14 J 11 14 13 
Utilities 2 3 3 J 2 3 2 
Other Services 18 14 11 : 18 14 11 


Manufacturing 


Manufacturing has not only expanded its share of GDP over the vears, it also has 
changed its complexion to include relatively more sophisticated and higher value added 
operations even in advance of the formal launching of the new economic policy. The 
largest manufacturing subsector measured by value of production is petroleum refining 
(37 percent in 1979), which reflects the high price of crude oil more than the 
importance of the sector to the economy. By value-added, the largest manufacturing 
sector is machinery and appliances, which includes the large electronics industry. The 
fastest growing. manufacturing subsector in 1979 was metal engineering and precision 
equipment which grew by 32 percent. Sixty-five percent of the sector's output was 
exported. 


Investment commitments in manufacturing continued to be dominated by foreign 
investors, who in 1979 committed $379 million, as compared with $56 million in new 
commitments by local enterprise. Total commitments were up 15 percent over those in 
1978. Investment in fixed assets by foreigners stood at $2.66 billion at mid-1979. While 
precise statistics are not available, it appears Americans are the largest foreign 
investors in fixed assets in Singapore, with the Japanese gaining rapidly. The Embassy 
crudely estimates American investment in fixed assets in Singapore at year-end 1979 to 
have been about $800 million, most of which is in the manufacturing sector. Total 
American investment is about double that figure. Measured by both estimated fixed 
assets per worker and estimated value-added per output, and as might be expected 
given the industries that attracted the newest manufacturing investment 
commitments—petroleum, metal products and engineering, advanced electronics, 
transport equipment, and chemicals—new investments. should be _ relatively 
eapital-intensive. Singapore is the world's third largest petroleum refining center, with 





a capacity expected to reach 1.1 million berrels per day in 1980. Output increased by 3 
percent in real terms. To maintain high capacity utilization in the face of tight 
supplies, refiners have had to diversify their sources of supply to include more regional 
crude than has been the case historically, but Singapore still relies heavily on the 
Mid-East. Its major suppliers are Saudi Arabia, Kuwait, and Iraq, in that order. 
Producers also have been diversifying into higher-grade output. 


The quantity and types of oil equipment being produced here is expanding rapidly as 
producers locate here to meet the demand created by increased exploration in the 
region. This sector is dominated by American firms. 


Related to the strength of the oil equipment subsector was the buoyance of ship 
building and repair, following a decline in revenues in 1978. According to industry 
sources, revenues increased by 29 percent, to about $650 million. This sector includes 
oil rig building, which has been particularly buoyant. Ship repair also fared well, with 
shipbuilding the relatively weakest performer in the subsector in 1979. 


The electronics industry, the leading manufacturing subsector after oil refining as 
measured by output, and the largest measured by value-added, is booming despite the 
anticipated effect of higher wages on assembly operations. There are some signs that 
the wage policy will inhibit expansion of labor-intensive electronics operations, but the 
effect of this in the subsector should be more than offset by the plans that have been 
announced by numerous producers for more sophisticated production processes and 
output. Strong consumer demand abroad pushed output up by 31 percent in 1979. 
Value-added rose by 24 percent. 


The fastest growing major subsector was metal engineering and precision equipment, 
whose output grew by 32 percent. One factor has been promotion of the industry by the 
Government, which views it as a favored industry under the new industrial policy. 


Some of the subsectors that in the past have played a larger role in Singapore's economy 
than they do now, such as textiles, apparel, and a variety of raw materials processing 
activities, posted gains in growth of output which were lower than the manufacturing 
sector's average, particularly if the effect of higher raw materials prices on the value 
of output is discounted. 


Services and Trade 


Transport and communications grew by 14 percent in real terms and accounted for 13 
percent of output. The sector's role in the economy is a function both of Singapore's 
ideal location in the region, and the Government's sustained and significant policy of 
investing in the infrastructure necessary for efficient and modern shipping, 
telecommunications, and air transport. Activity in all three areas increased at high 
rates in 1979. Despite a less bright financial performance than in the past, SIA 
nonetheless remains quite healthy and is the single most important commercial 
enterprise in the traisport and communications sector, responsible for over 25 percent 
of its output. 


The trade sector contributed 26 percent to output at current prices and grew at 7 





percent. Reflecting the industrialization of the economy over the years, 58.8 percent 
of exports were domestic in 1979 and 41.2 percent reexport, compared with 1960, when 
the figures were 6.2 percent and 93.8 percent, respectively. Forty-four percent of 
domestic exports were manufactured. Total trade was $31.9 billion $26 billion if 
reexports are excluded), on imports of goods and services of $18.7 billion and exports of 
goods and services of $17.6 billion. Singapore's leading trading partners (goods only, in 
order) are Malaysia, the United States, and Japan. Its leading suppliers are Japan, the 
United States, and Malaysia; and its leading customers are Malaysia, the United States, 
and Japan (the United States, Japan, and Hong Kong if reexports are excluded). Despite 
attempts by ASEAN (the Association of Southeast Asian Nations, a five-nation grouping 
of which Singapore is a member) to foster intra-ASEAN trade in areas other than raw 
materials, Singapore still basically imports raw materials from the region and exports 
finished products over a wide area, which is dominated quantitatively by developed 
countries. The largest categories of its imports are crude oil and petroleum, electrical 
machinery, crude rubber, and transport equipment. Its leading domestic exports are 
petroleum products, electronic products, and ships and boats. It is important to note 
that Singapore's trade statistics exclude figures for trade with Indonesia (out of concern 
that the statistics would clash with those released by Indonesia) Mid-1979 Indonesian 
figures put total trade at just over $1 billion for 6 months with the balance heavily in 
Indonesia's favor. There has been much effort devoted to promoting trade with China, 
and Singapore and China have negotiated an umbrella trade agreement, but while there 
have been a couple of trade deals given high publicity, the numbers do not yet suggest 
that China is about to replace the United States, Japan or Malaysia as one of 
Singapore's main partners. Bilateral trade in 1979 was $582 million with a $242 million 
balance in China's favor. 


A development in trade policy, which is characteristic of Singapore's open economy and 
free-market philosophy and the political control of its leadership, was the 


announcement in March by Goh Chok Tong, Minister for Trade and Industry, that 
Singapore would eliminate all of the few tariff barriers that remain in Singapore except 
for those that provide for preferential treatment for ASEAN members. He also 
announced that Singapore would sign six of the codes on nontariff barriers negotiated 
during the recently concluded round of the Multilateral Trade Negotiations. 


Included in the trade sector is the booming tourist industry. It grew by 9.8 percent in 
1979, as measured by arrivals (over 2.2 million). Malaysian tourists led the pack, 
followed by Indonesian and Japanese. The tourist industry is the focus of intense 
promotional efforts by the Singapore Tourist Promotion Board and Singapore Airlines. 


The financial sector expanded rapidly in 1978. While its contribution to GDP only grew 
by 8 percent in real terms, notable developments in the sector centered around the 
increased sophistication of the capital market. The most interesting developments 
were in the Euromarket, where the number of offshore banks and lending instruments 
and the size of the market grew rapidly. At year-end, there were 101 banks with 
offshore licenses (as well as 33 merchant banks and 47 representative offices), an 
increase of eight over 1978, and total assets of the offshore market were $38.2 billion, 
up 41.1 percent from the 1978 figure. This growth continued in the first quarter of 
1980, when assets expanded to $42.5 billion. Singapore is now the largest Eurocurrency 





market in Asia. Though the market is still primarily an interbank market, regional 
non-bank participants have been on the rise. Institutions with offshore licenses are 
local and foreign banks with full domestic operations, merchant banks, banks with 
restricted licenses, and investment companies, but the possibility of nonfinancial 
institutions entering the market is being considered seriously. 


The stock market turned in an uninspired performance in 1979. Trading value and 
volume fell sharply and the nominal value of the market increased only slightly. The 
market is noted for its shallowness, and the Government is considering measures to 
increase its depth, such as listing more shares of parastatal companies, and encouraging 
multinationals with local operations to list in Singapore. 


The gold and foreign exchange markets had a much higher turnover in 1979 because of 
the generally increased activity globally in these markets. Gold trading was up in both 
value and volume terms. 


Public Sector 


Serveral features mark Singapore's budget each year. A high percentage of the 
consolidated public sector budget, averaging about 36 percent for the past 3 fiscal years 
(which ends on March 31), is devoted to development expenditure, which reflects both 
prudent management of current expenditure and the importance the Government 
attaches to development of infrastructure. Another feature is that there is always a 
surplus of current expenditure over current revenue. Borrowing is usually almost 
entirely from domestic sources (primarily placements with the Central Provident Fund 
and the Post Office Savings Bank), and in calendar year 1979, external public debt 
actually fell. 


Complete date for fiscal year 1979 are not yet available, but on a calendar year basis, 
the consolidated sector posted a $124 million surplus: 


Public Statutory 
Sector Government Boards 

US$ billions) 

Current Expenditure 2.44 

Development Expenditure 1.03 

TOTAL 4 

Revenue (incl. borrowing) s 

Surplus el 


Note: Net increase in public debt = $786 million. 
Government budgetary operations usually exert a contractionary influence on liquidity, 


at least in the first instance, because high growth combined with institutional 
mechanisms place large pools of liquidity at the Government's disposal. 


The budget for fiscal year 1980, which was presented in March, was dubbed "The Joy 
Budget" and "The Goh-Getter Budget" (after Goh Chok Tong, Minister for Trade and 
Industry, who presented it) because of its tax cuts for individuals and the enhancement of 
investment incentives in the tax system for investment in R & D and computers, and to a 
lesser extent, capital goods in general. It is a more aggressive budget than the fiscal 


11 





year 1979 budget both because of tax reductions and increased spending. A comparison 
follows: 


FY79 
FY79 (Estimated FY80 

(Planned) Actual) (Planned) 
(S$ billion) 
Current expenditure 3.37 
Development expenditure 2.56 3.62 
Total expenditure 5.93 el 7.64 
Revenue (excl. borrowing) 3.88 2 4.11 
Balance -2.05 -1. -3.53 


7 4.02 
-3 


Financing in 1980 is planned to include S$2.48 billion in drawdowns from Singapore's 
Development Fund, and S$1.04 billion from the proceeds of borrowings, about 90 
percent of which will be domestic. Tax cuts and incentives attracted most of the 
attention when the budget was announced, overshadowing another important feature: 
the much increased development expenditure, which was increased 51 percent above the 
amount budgeted for 1979. Development expenditure accounts for over 47 percent of 
the budget, and is almost completely responsible for the 23.9 percent rise in spending. 


Labor 


The labor environment in 1979 continued tranquil in terms of work stoppages and 
contract negotiations—there were no strikes in 1979, and there has been only one strike 
in the past 3 years. Nonetheless, there was considerable commotion in and about labor 
in general and the labor movement in particular. 


In line with the objectives of the new economic policy, considerable attention is being 


devoted to the ways and means by which the skill levels of the work force can be 
upgraded. The Skills Development Fund (referred to earlier) was established and a 
great deal of attention is being focused on the institutional arrangements for technical 
training at all levels. 


The labor movement, led by the National Trades Union Congress, an umbrella 
organization, saw a change in leadership as Lim Chee Onn took over the key position of 
secretary-general and replaced Devan Nair, who was promoted to president. One of 
Lim's first moves was to begin planning for the dissolution of Singapore's two omnibus 
unions into 10 or so industry-specific unions. 


Labor productivity rose at the fair but not spectacular rate of 2.6 percent, down from 4 
percent in 1978. This caused some soul-searching, as it is hardly the kind of 
development of which industrial revolutions are made. Explanations are that the short 
time since the high wage policy was announced and a rapid increase in employment in 
1979 (6.6 percent) were responsible. Gross domestic fixed capital formation also grew 
rapidly, however, and exceeded the rate of growth in employment (9.7 percent vs. 6.6 
percent), which should tend to negate the effect of rapid increases in employment on 
labor productivity growth. 


The labor market tightened further as unemployment dropped to 3.3 percent and 


employers, particularly in the manufacturing sector, faced shortages. Blue-collar 
wages rose 10 percent and others increased almost 8 percent on average. Labor 
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productivity rose 5.1 percent in the manufacturing sector, measured by real 
value-added per worker. Employment in the sector grew 9.7 percent while output 
increased 14.4 percent and the predicted value of fixed assets per worker in new 
investment commitments rose 26.5 percent in real terms over 1978. Though 
manufacturing contributed 31 percent of the increase in GDP in 1979, it required 38 
percent of new jobs created to do so. The sector's share of total new wages paid was 
probably below 38 percent, however. The sector no doubt is economizing on labor but 
further economizing must occur if it is to continue to expand as fast as or faster than 
the rest of the economy. 


IMPLICATIONS FOR THE UNITED STATES 


The large U.S. investment presence in Singapore and the size of U.S. - Singapore trade 
with a balance in favor of the United States demonstrate the attractiveness of 
Singapore to U.S. investors and exporters. Singapore's economy obviously is nowhere 
near large enough to have its cyclical movements affect the United States. 


On the investment side, the new economic policy will mean more selective application 
of investment incentives than heretofore has been the case. Labor-intensive 
investments such as the electronics assembly operations established here by American 
firms may attract less government support as well as higher labor costs and labor 
shortages. The new policy will also mean, however, that incentives for favored kinds of 
investment will be generous. Investors also will find that in addition to capital 
investment incentives, efforts to train workers will also draw strong Government 
support, financially and institutionally. 


On the trade side, the outlook is good for industrial and office products that increase 
labor productivity, such as computers and word processors, control process equipment, 
and most products that can be used in the automation of electronics, textiles, and raw 
materials processing, and warehousing and cargo handling. Rising affluence poses 
obvious opportunities for consumer goods and imported foods. Although the Japanese, 
Australians, and New Zealanders have a firm hold here in some of these areas, there is 
a certain degree of cachet associated with things American in some areas that could be 
expoloited further. Major projects such as the new airport, and SIA's fleet expansion 
plans, are winding down for the time being. The likely construction of a mass rapid 
transit system, and the start-up of construction on two major shopping/hotel complexes 
(Marian Center and Raffles City) will present opportunities for American supplies, 
however, as will Singapore's abilities and ambitions in the field of telecom munications. 


Trade opportunities in Singapore extend beyond those in Singapore's domestic market. 
Singapore is a regional sales, servicing and warehousing center. Many sales offices of 
foreign firms here have regional responsibilities, and local agents and distributors, 
which are numerous in this trading center, often possess rights to market their 
suppliers' goods on a regional basis. Particularly for first-time exporters to Southeast 
Asia who have a product with regional potential, Singapore is the first place to locate 
or search for representation. 
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